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Dear Slr or Madam:

We have considered your application for recognition of exemption from

Federal income tax under the provisions of section 501(c)(3) of the

Internal Revenue Coda of 1986 and its applicable Income Tax

Regula~!ons. Dased on the avallable information, we have de ormived = - . -
that you do not qualify for the reasons set forth on Enclosure ..

Consideration was given to whether you qualify for exomption u<der

other subsectinns of section 501(c) of the Code ahd we heave concluded
that you do not.

As your organizatlon has not established exemption from Federal Income
tax, it will be necessary for you to file an annual income tax return
or. Form 1120. Contributions to you are not deductible under section
170 of the Code.

i

If you are In agreement with our proposed denial, please sign and
return one copy of the enclosed Form 6018, Consent to Proposcd Adverse
Action.

You have the right to ._protest this proposed determination if you
beijeve that it is incorrect. To protest, you should submit a written <
appeal giving the facts, law and other information to support your
position as explained in the enclosed Publication 892, "Exempt
Organizations Appeal Procedures for Unagreed Issues”. The appeal nust
be submitted within 30 days from the date of this letter and must
be signed by cne of ycur principal officers. You may request a
hearing with a member of the office of th: Regional Director of Appeals
when you file your appeal. If a hearing is requested, you will be
contacted to arrang: a date for it. The hearing may be held at the
Regicnal Office, o.., Iif you request, at any mutually convenient
District Office. If you are to be represented by someone who is not
one of vour principal officers, he or she must file a proper power of
actorney and otherwise quality under our Conference and Practlice
Requirements as set forth in Section 601.502 of the Statement of
Procedural Rules. See Treasury Department Circular No. 230.
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If you do not protest this proposed determination in a timely manner,
it will be considered by the Internal Revenue Service as a fallure to
exhaust avallable administrative remedies. Section 7428(b)(2) of the
Internal Revenue Code provides in part that:

A de: 'aratory judgement or decree under this gsection shall
not be I-~3ued in any proceeding unless the Tax Court, the
Cla.=s Court, or the district court of the United States for
the Diserict of Columbia determines that ¢he organization
involve ! has eahausted administrative remadies available - to
it within the Internal Revenue Service,

Jf we do not hear from you within the time specified, this will become
our final determination. In that event, appropriate State officials

will be 1..tifled of this actlon In accordance with the provisions of
sectlon 6104 (c) of the Code.

Sincerely yours,

District Director

Enclosures: 3




Enclosure I |
Reascns for preposed denial of exempt status |

N | |

Information submitted with your application indicates that you were ‘

incorporated on | Ml  Your Articles of Incorporation provide
that your purpose is: - |

To receive, hold, care for, invest in, and operate real and ,
personal property, and to use and to distribute, no less \
frequently than annually, all its income, as well as any or
all principal which {t shall receive in charitable gifts, to
be applied, consisteatly with existing laws, for the benefit
of the members of . - - -

I o :hcir immediate family who, by reason of
the loss of employment, sickness, accident, disability, or
other hardship. sudden emergency or disaster experienced by
the Union membur or within his immediate family, renders the
member and/or his immediate fandly, incapalb'e of meeting ‘
and/or providing for the every day necessities of life, as
well as pavments on current obligations. |

Your Articles of Incorporation provide that you will be managed by a4 —m = . « |
Board of no less than three and no more than nine Trustees who snall j
be the sole class of members. At least two of the Trustees shall at !

all times be the cuarrent president and secretary/treasurer of the
[ ] (hereafter, Local ‘
Bl . vio shall continue as Trustees until their death, resignation or |
tailure to hold their office by re-election to their positions with ‘

You stated that you are not controlled by the union, - -

Information submitted with your application indicates that there are

B ccvers i [ B Member~ may make application for

financial assistance due to sickness, accident, death, labor strike or

loss of employment of the member or his spouse, or for lack cf

sufficient income to meet current %'  ations. Your benefits are

iimited to the members of || or their immediate families.

You are financially supported by soliciting contributions from members-

of |} W 2nd from the general public.  You also conduct raffles,
dances, festivals, etc. Expenditures will be made rto provide
benefics.

n
Section 501(c)(3) of the Code provides, in part, for the exemption from
Federal income tax of organizations organized and operated exclusively
for charitable, religious or educational purposes, ic part of the net

earnings of which inures to the benefit of any private sharehclder or
individual.

Section 1.501(c)(3)-1(a)(l) of the Regulations states that in order to

be exempt as an organization described 1in section 501(c)(3), an
organization must be both organized and operared exclusively for one
nr more of the purposes specified In such section.. If an organization

fails to meet either the organizational or operatiénal test, it is not
exempt .
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Section 1.501(c)(3)-1(b)(1}(1) of the Regulations states that an organ-
ization is organized exclusively for one or more exempt purposes only
if its articles of organization: -

(a) Limit the purposes of such organization to one or more
exempt purposes; and

(b) Do not expres .* empower the organization to engage,
otherwise tha.. as an  Insubstantfal part of its
activities, in activities which Iln themselves are not
in furtherance of one or more exempt purposes.

Section 1.501(c)(3)-1(b)(1)(ii) of the Regulations states that in
meet ing the orjanlzational test, the organization's purposes, 4s stated
1n its articles, may bo as broad as, or more speclfic than, t!
purposes stated in section 501(c)(3).

Section 1.501(c)(3)-1(b)¢1)(iii) of the Regulations states that an
organization is not organlzed exclusively for one or more exerpt

purposes if its articles expressly empower it to carry on, otherwise
than as an insubstantial part of its activities, actlivities which are
rot .. furtherance of one or more exempt purposes, even though such
organization is, by the terms of such articles, created for a purpose

that is no breader than the purposes specified in sectlon 501(c)(3).

Section 1.501¢c)(3)-1(b)(1)(Lv) of the Regulations states that in no
case shall an organization be considered to be organized exclusively
for one ov more exempi purposes, If, by the terms of its articles, the
purposes for which such organization is created are broader than the
purposes specified in section 501(c)(3).

Seccion 1.501(¢c)(3)-1(c)(l) of the Regulations states that an organiza-
tion will be regarded as "operated excliusively" for one or more exempt
purposes only if it engages prlmarily in activities which accomplish
one or more of such exampt purposes specifled in section 501(c)(3) of
the Code. An organization will not be so regarded if more than amr
insubstantial part of its actlvities is not In turtherance of an exempt
purpose.

Section 1.501(c)(3)-1(c)(2) of the Regulations states that an
organization is not operated exclusively for one or more exempt
purposes if its net earnings inure in whole or in part to the benefic
of private shareholders or individuals.

Section 1.501(c)(3)-11¢d)(1)(ii) of the Regulations states that an
organization is not operated exclusively for one or more exempt
purposes unless it serves a public rather than a private interest. Ir
must not be operated for the benefit of designated individuals or the
persons who created it.
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Section 1.501(¢(c)(3)-1(d)(2) of the Regulations states that the rlerm
"charitable" is to be used in "its generally accepted legal sense.”
Charity includes only those things that. fall within the legal
definitio: of charicy. Even though an organization may operate for
nonprof.t, it must a'se operate fcr charitable purposes.

In Revenue Ruling 57-449, 1957-2 C.B. 622, a trust to pay a certain
sum to all the individuals enrolled in & certaln school on a partlicular
date was held to be a private trust, not a charitable trust.

Based on the information presented, it is our opinion that your
organization serves private interests as your sole purpose and activity
consists of prnviding benefits to your members and their Iimmediate
family. Your organization is composed of members of [} TR You
solicit contributions from your members and from the general public.
You alsn conduct fund-raising activities. These funds are invested and
distributed to those who apyly for assistance in the event they cannot

make payments on curren obtligatlons, loss of employment, sickness.
accident, disabilitv, erc. Benefits are available to your members.
The recipients may be related by blood or marriage to your trustees or
to other contributors. In fact, the recipients may themselves beo

contributeors to vour organization,

You do not meet the organizational test because your Articles of
Incorporation do not limit your purposes to one or more exempt purpose:s
specified in section 301(c)(3) of the Code. Your Articles of
Incorporation expressly empowers you Yo  engage in substantial
activities which in themselves are nct in furtherance of charitable
purposes within rhe meaning of section 501(c)(3) of the Code. The
exempt purposes under section »>01(c)(3) of the Cnde do not include the
provision of benefits of an organization's members.

You do not meet the operational test because you are not operated
exclusivaly for one or more ex.mpt purposes. You are not engaged in
activities which accagplish one or more of the exempt purposes

specified in section 501(c)(3). Your sole activitv consists of*
providing benefits to your members. You are opcr.ted solely to further
the private interests of your members. Your activities also constitute
inurement to the benefit of private individuals which 1Is prohibited
under section 501(c)(3) of the Code. The resources of organlizations
described in section 501(c)(3) of the Code must be devoted to a public
purpose. You are not primarily engaged in activities which accomplish

one or more exempt purposes specified In section 501(c)(3) of the Code.

Based upon the evidence presented, you do not qualify for exemption
under section 501(c)(3) of the Code because you are not organized and
operated exclusively for charitable purposes. You are organized and
operated to further the private interests of your members. You do not
serve a public interest as required by szctlon 1.501(c)(3)-1(d)(1)(ii)

of the Regulations. Providing benefits to your members is not a
charitable activity within the meaning of section 501(c)(3) of the
Code. A chnritabls organization must be set up for the benefit of an

indefinite class of individuals.





